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To Members of the City Council and Citizens of the City of Fayetteville:

State law requires that all general-purpose local governments publish, within six months of the
close of each fiscal year, a complete set of financial statements presented in conformity with
generally accepted accounting principles in the United States of America, (GAAP) and audited in
accordance with generally accepted auditing standards by a firm of licensed certified public
accountants. Pursuant to that requirement, we hereby issue the comprehensive annual financial
report (CAFR) of the City of Fayetteville for the fiscal year ended December 31, 2017.

This report consists of management’s representations concerning the finances of the City of
Fayetteville. Consequently, management assumes full responsibility for the completeness and
reliability of all of the information presented in this report. To provide a reasonable basis for
making these representations, management of the City of Fayetteville has established a
comprehensive internal control framework that is designed both to protect the government’s
assets from loss, theft, or misuse and to compile sufficient reliable information for the preparation
of the City of Fayetteville financial statements in conformity with GAAP. Because the cost of
internal controls should not outweigh their benefits, the City of Fayetteville’'s comprehensive
framework of internal controls has been designed to provide reasonable rather than absolute
assurance that the financial statements will be free from material misstatement. As management,
we assert that, to the best of our knowledge and belief, this financial report is complete and reliable
in all material respects.

The City of Fayetteville’s financial statements have been audited by BKD, LLP a firm of licensed
independent certified public accountants. The goal of the independent audit was to provide
reasonable assurance that the financial statements of the City of Fayetteville for the fiscal year
ended December 31, 2017, are free of material misstatement. The independent audit involved
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; assessing the accounting principles used and significant estimates made by
management; and evaluating the overall financial statement presentation. The independent
auditor concluded, based upon the audit, that there was a reasonable basis for rendering
unqualified opinions on the financial statements of the governmental activities, business-type
activities, aggregate discretely presented component units, each major fund and aggregate
remaining fund information that collectively comprise the City of Fayetteville’s basic financial
statements as of and for the fiscal year ended December 31, 2017. The independent auditor’s
report is presented as the first component of the financial section of this report.

The independent audit of the financial statements of the City of Fayetteville was part of a broader,
federally mandated “Single Audit” designed to meet the special needs of federal grantor agencies.
The standards governing Single Audit engagements require the independent auditor to report not
only on the fair presentation of the financial statements, but also on the audited government’s
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internal controls and compliance with legal requirements, with special emphasis on internal
controls and legal requirements involving the administration of federal awards. These reports are
available in the City of Fayetteville's Single Audit Section included herein.

GAAP requires that management provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management’s Discussion and Analysis
(MD&A). This letter of transmittal is designed to complement the MD&A and should be read in
conjunction with it. The City of Fayetteville’s MD&A can be found immediately following the report
of the independent accountants.

During 2011 the City of Fayetteville adopted GASB statement 54, which is reflected in the financial
statements of the City. Essentially GASB 54 expanded the number of and provided for more
specific definition of classifications identified in the fund balance sections of the Statement of Net
Assets and Governmental Fund Balance Sheets. A noticeable change due to the implementation
of GASB statement 54 is that the results of operations and assets and liabilities for the City's
Disaster and Replacement Funds is now consolidated in the General Fund on the City’s official
audited financial statements because it does not meet the definition of a true stabilization fund.
However, this fund is budgeted and accounted for as a separate special revenue fund on the
City’s internal records and internal statements. Within the audited financial statement, the
activities of the Disaster and Recovery Fund have been identified to enable easy comparisons
with prior years. The fund balance amounts associated with the Disaster and Recovery Fund are
classified as committed on the General Fund Balance Sheet.

Profile of the Government

The City of Fayetteville was incorporated in 1870. The City is located in the northwestern part of
the state, which is considered to be the top growth area in the state, and one of the top growth
areas in the country. The City of Fayetteville currently occupies a land area of 55 square miles
and serves a population of 73,580 as of the 2010 census. The City of Fayetteville is authorized to
levy a property tax on both real and personal properties located within its boundaries. It also is
empowered by state statute to extend its corporate limits by annexation, which only occurs when
deemed appropriate by the City Council.

The City of Fayetteville has operated under the Mayor-Council form of government since 1992.
Policy-making and legislative authority are vested in the City Council consisting of eight aldermen.
The City Council is responsible, among other things, for passing ordinances, adopting the budget
and appointing committees. The Mayor is responsible for carrying out the policies and ordinances
of the City Council, for overseeing the day-to-day operations of the government, and for
appointing the heads of the various departments. The City Council and Mayor are elected on a
non-partisan basis. The Mayor is elected to serve a four-year term. The Council members serve
four-year staggered terms with four council members elected every two years. All eight Council
members are elected by ward and the Mayor is elected at large.

The City of Fayetteville provides a full range of services, including police and fire protection; the
construction and maintenance of highways, streets, and other infrastructure; water and
wastewater services; trash collection and recycling; and recreational activities as well as cultural
events. The City of Fayetteville also reports the financial activity of the Fayetteville Public Library
and the Fayetteville Advertising & Promotion Commission on a component unit basis. Additional
information on these component units can be found in Note 1.A in the notes to the financial
statements.



The annual budget serves as the basis for the City of Fayetteville’s financial planning and control.
Traditionally, all divisions and departments of the City of Fayetteville are required to submit
requests for appropriation to the Mayor on or before the end of August. Not-for-profit agencies
that provide City services submit their funding request to the Mayor and City Council each
August/September. The Mayor uses these requests as the initial basis for developing a proposed
budget. Usually in September, the Mayor presents the proposed General Fund budget to the
Council for review. This is done because any property tax levy must be adopted prior to October
31 which is the last day the ordinance must be filed with the County. The Council conducts work
sessions with staff and conducts public discussions on the proposed Citywide budget as part of
regularly scheduled City Council meetings and during agenda sessions in November and
December. Arkansas statutes establish the fiscal year for municipalities as the calendar year and
require municipal budgets be submitted to the Council by December 1 of each year in Mayor-
Council forms of government. The expenditure budget is prepared by fund, function (e.g., public
safety), and department (e.g., police). Department heads may initiate transfers of budget object
categories within a division. Transfers between object categories within a division within a fund
require the special approval of the Budget Director and Chief Financial Officer. Transfers between
divisions or budgeted projects require Council approval. However, budget transfers between
personnel categories may be made with the approval of the Chief Financial Officer and Chief of
Staff. All amendments to the budget which increase the total amount of a fund must be approved
by the Council unless delegated by a Bond Trustee agreement.

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is
considered from the broader perspective of the specific environment within which the City of
Fayetteville operates.

Local Economy

The financial conditions in the City continued to foster strong economic growth in 2017. The City’s
local sales taxes (which represent 60% of General Fund revenue) increased 3.16% over the prior
year. Sales taxes received by the City from the County were also up 5.43% as compared to 2016.
Although the number of building permits issued in 2017 were less than 2016, construction was
still strong during the year which resulted in higher building permit fees being collected than what
was budgeted. This indicates that construction activity was still very strong during the year.
Fayetteville also experienced business growth as over 350 new businesses began operations in
Fayetteville in 2017. The local unemployment rate continued to remain low at 2.4 %, which was
well below both the state and national averages of 3.7 % and 4.1% respectively. The student
enrollment at the University of Arkansas continued to increase.

Fayetteville and the Northwestern Arkansas area continue to enjoy a stable and diverse economic
environment. Major industries with headquarters or divisions in the immediate area include Wal-
Mart, Tyson Foods, and JB Hunt, and of course, the main campus of the University of Arkansas
is located in Fayetteville.

Even though the economic environment continued to remain strong during the year, the 2018
budget was conservatively based on revenue estimates remaining flat to 2017, with the exception
of sales taxes, which were projected to increase by approximately 3% over collections. This
should provide the City with a sound financial base for 2018. General Fund available reserves of
over $18 million should be more than sufficient should economic conditions change.



Long-term financial

As a budgeting tool, the City prepares a five year Capital Improvement Program (CIP) to address
capital needs. The current CIP was prepared for the period 2018-2022 and was adopted by the
Council in November 2017. This plan will be reviewed and adjusted again in 2019.

Awards and Acknowledgements

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the City of Fayetteville for its comprehensive annual financial
report for the fiscal year ended December 31, 2017. This was the twenty-ninth consecutive year
that the government has received this prestigious award. In order to be awarded a Certificate of
Achievement, the government must publish an easily readable and efficiently organized CAFR.
This report satisfied both GAAP and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
CAFR continues to meet the Certificate of Achievement Program’s requirements and we are
submitting it to the GFOA to determine its eligibility for another certificate.

The preparation of this report would not have been possible without the efficient and dedicated
services of the entire staff of the Finance Department. We would like to express our appreciation

to all members of the department who assisted and contributed to the preparation of this report.
Credit also must be given to the City Council for their continued support.

Respectfully submitted,

/
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Lioneld Jordon Paul A. Becker
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Adella Gray
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Matthew Petty
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Sarah Bunch
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Kyle Smith
Kit Williams
Sondra Smith
William Storey

Paul Becker
Connie Edmonston

David Dayringer
Terry Gulley

Tim Nyander
Don Marr
Garner Stoll

Susan Norton

Greg Tabor

Elected Officials

Mayor

Ward 1, Position 1
Ward 1, Position 2
Ward 2, Position 1
Ward 2, Position 2
Ward 3, Position 1
Ward 3, Position 2
Ward 4, Position 1
Ward 4, Position 2
City Attorney
City Clerk/Treasurer
District Judge

Executive Staff and Senior Directors

Chief Financial Officer

Parks and Recreation and Community
Spaces Department Director

Fire Chief

Transportation Services Department
Director

Utilities Department Director

Chief of Staff

Development Services Department
Director

Communications, Marketing and
Volunteer Services Department Director
Police Cheif
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Independent Auditor’s Report

Honorable Mayor and
Members of the City Council
City of Fayetteville, AR

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Fayetteville, Arkansas as of and for the year ended

December 31, 2017, and the related notes to the financial statements, which collectively comprise the
City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not
audit the financial statements of the Fayetteville Advertising and Promotions Commission, which is a
discretely presented component unit of the City, which represents 11%, 11% and 31%, respectively, of
assets, net position, and revenues of the aggregate discretely presented component units. These
statements were audited by another auditor, whose report has been furnished to us, and our opinions,
insofar as it relates to the amounts included for the Fayetteville Advertising and Promotion Commission,
is based solely on the report of the other auditor.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

Pra)g!{:__tiy'_;



The Honorable Mayor and Members of the City Council
City of Fayetteville, Arkansas
Page 2

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, based on our audit and the report of the other auditor, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of the City of Fayetteville, Arkansas as of
December 31, 2017, and the respective changes in financial position, and, where applicable, cash flows
thereof and the respective budgetary comparison for the general fund for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and pension and other postemployment benefit information as listed in the table
of contents be presented to supplement the basic financial statements. Such information, although not
part of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic or historical context. We have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management's responses to our inquiries,
the basic financial statements and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.
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The Honorable Mayor and Members of the City Council
City of Fayetteville, Arkansas
Page 2

Other I nformation

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The combining and individual fund financial statements
and schedules and introductory and statistical sections including the schedule of expenditures of federal
awards as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements and Audit Requirements for Federal Awards and the schedule of expenditures of state
awards, as listed in the table of contents, are presented for purposes of additional analysis and are not a
required part of the basic financial statements.

The combining and individual fund financial statements and schedules and schedule of expenditures of
federal awards and the schedule of expenditures of state awards (supplementary information) are the
responsibility of management and were derived from and relate directly to the underlying accounting and
other records used to prepare the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the supplementary information is fairly stated in all
material respects in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the
audit of the basic financial statements, and accordingly, we do not express an opinion or provide any
assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Sandards, we have also issued our report dated June 22, 2018,
on our consideration of the City's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.
The purpose of that report is solely to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the City’s internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering the City's internal
control over financial reporting and compliance.

BED L

Little Rock, Arkansas
June 22, 2018
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City of Fayetteville, Arkansas
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2017

As management of the City of Fayetteville (the “City”), we offer readers of the City’s financial
statements this narrative overview and analysis of the financial activities for the fiscal year ended
December 31, 2017. The information contained here should be considered in conjunction with the
information contained in the Letter of Transmittal included in the Introductory Section and various
historic summaries of activities and financial performance included in the Statistical Section of this
report.

Financial Highlights

e Total assets and deferred outflows of resources of the primary government exceeded its
liabilities and deferred inflows of resources at the close of the most recent fiscal year by
$632,763,500 (net position). Of this amount $53,422,058 (unrestricted net position) may be
used to meet the government’s ongoing obligations to citizens and creditors.

e The City had an increase in total net position of $42,954,779 in 2017. Net position of the
governmental activities increased by $31,591,336 which was a 30.6% increase from the
2016 increase. Net position of the business-type activities increased by $11,363,443 which
was a 162.6% increase over the 2016 increase.

e As of the close of the current fiscal year, the City’s governmental funds reported combined
ending fund balances of $96,458,529, an increase of $27,916,771 from 2016.

e At the end of the current fiscal year, unassigned fund balance for the General Fund was
$18,718,265 which is equal to 42.7% of total General Fund expenditures and transfers out.

e The City’s total bonded debt including bonds, discounts and premiums increased by
$5,905,387 or 6.9% during 2017 to a total of $91,810,390.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’s basic financial
statements. The City’s basic financial statements are comprised of three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements. This report also contains other supplementary information in addition to the basic
financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed
to provide readers with a broad overview of the City’s finances, in a manner similar to a private-
sector business.

The statement of net position presents information on all of the City’s assets and deferred outflows
of resources and liabilities and deferred inflows of resources, with the difference between the two
reported as net position. Over time, increases or decreases in net position may serve as a useful
indicator of whether the financial position of the City is improving or deteriorating.
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The statement of activities presents information showing how the government’s net position
changed during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will only result in
cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The governmental activities of the City include general
government, finance and internal services, public safety, community planning and engineering,
transportation and parking, and parks and recreation. The business-type activities of the City include
the airport, recycling and trash collection, and water and sewer.

The government-wide financial statements include not only the City itself (known as the primary
government), but also two legally separate entities for which the City is financially accountable
(known as component units). These two component units are the Advertising & Promotion
Commission and the Fayetteville Public Library. Financial information for these component units
is reported separately from the financial information presented for the primary government itself.

The government-wide financial statements can be found on pages 28 and 29 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain
control over resources which have been segregated for specific activities or objectives. The City,
like other state and local governments, uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements. All of the funds of the City can be divided into three
categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike
the government-wide financial statements, governmental fund financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating a government’s
near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The City maintains nineteen individual governmental funds. Information is presented separately in
the governmental funds balance sheet and statement of revenues, expenditures, and changes in fund
balances for the General Fund, Sales Tax Improvement Bond Fund, Sales Tax Capital Improvement
Fund, Sales Tax 2006A Construction Fund and the Library Construction Fund, all of which are
considered to be major funds as defined by generally accepted accounting principles. Data from the
other governmental funds are combined into a single, aggregated presentation. Individual fund data

14



for each of these nonmajor governmental funds is provided in the form of combining statements
elsewhere in this report.

The City adopts an annual appropriated budget for its General Fund. A budgetary comparison
statement has been provided for the General Fund to demonstrate compliance with this budget.

The basic Governmental Fund financial statements can be found on pages 30 through 36 of this
report.

Proprietary funds. The City maintains two different types of proprietary funds. Enterprise funds
are used to report the same functions presented as business-type activities in the government-wide
financial statements. The City uses enterprise funds to account for its water and sewer, recycling
and trash collection and airport operations. Internal service funds are an accounting device used to
accumulate and allocate costs internally among the City’s various functions for fleet operations.
The services provided by the internal service fund predominantly benefit the governmental rather
than the business-type functions; therefore, it has been included within governmental activities in
the government-wide financial statements.

Proprietary fund financial statements provide the same type of information as the government-wide
financial statements, only in more detail. The proprietary fund financial statements provide separate
information for the Recycling and Trash Collection Fund and the Water and Sewer Fund which are
considered to be major funds. The Airport Fund is presented as nonmajor enterprise fund. The Shop
Fund is the only internal service fund.

The basic proprietary fund financial statements can be found on pages 38 through 43 of this report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the government-wide financial
statements because the resources of those funds are not available to support the City’s own
programs. The accounting used for fiduciary funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found on pages 44 and 45 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial statements. The
notes to the financial statements can be found on pages 47 through 87 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information concerning the City’s progress in
funding its obligation to provide pension benefits and other post-employment benefits to
its employees. Required supplementary information can be found on pages 89 through 97 of
this report.

The combining statements referred to earlier in connection with nonmajor governmental funds are
presented immediately following the required supplementary information. Combining
and individual fund statements can be found on pages 100 through 124 of this report.
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Government-wide Financial Analysis

Net position may serve over time as an indicator of a government’s financial position. The City’s
assets and deferred outflows of resources exceeded liabilities and deferred inflows of resources by
$632,763,500 as of December 31, 2017 as shown in the table below.

Net Position
Governmental Activities Business-type Activities Total
2016 2017 2016 2017 2016 2017

Current and other assets $ 96,145,228 $130,647,012  $ 55,508,544 $ 63,341,895 $151,653,772 $193,988,907
Capital assets 269,350,170 277,959,039 325,079,183 326,504,805 594,429,353 604,463,844
Total assets 365,495,398 408,606,051 380,587,727 389,846,700 746,083,125 798,452,751
Deferred outflows of resources 10,918,504 11,073,356 41,694 24,198 10,960,198 11,097,554
Total assets and deferred outflows

of resources 376,413,902 419,679,407 380,629,421 389,870,898 757,043,323 809,550,305
Long-term liabilities 143,531,443 151,901,434 6,926,913 5,395,971 150,458,356 157,297,405
Other liabilities 12,406,288 15,654,021 4,040,488 3,449,464 16,446,776 19,103,485
Total liabilities 155,937,731 167,555,455 10,967,401 8,845,435 166,905,132 176,400,890
Deferred inflows of resources 329,470 385,915 - - 329,470 385,915
Total liabilities and deferred

inflows of resources 156,267,201 167,941,370 10,967,401 8,845,435 167,234,602 176,786,805
Net investment in capital assets 202,704,580 224,757,141 319,482,273 322,568,479 522,186,853 547,325,620
Restricted 24,162,156 30,551,318 1,279,817 1,464,504 25,441,973 32,015,822
Unrestricted (6,720,035) (3,570,422) 48,899,930 56,992,480 42,179,895 53,422,058
Total net position $220,146,701 $251,738,037  $369,662,020 $381,025,463 $589,808,721 $632,763,500

The largest portion of the City’s net position is net investment in capital assets (e.g., land, buildings,
improvements other than buildings, machinery and equipment), less any debt to acquire the asset.
Even though these assets are reported net of related debt the liability to repay the debt must be
provided from other sources since the capital assets themselves cannot be used to liquidate debt.
Net investment in capital assets increased by $25,138,767 in 2017. A discussion of the changes in
capital assets can be found on page 22. Net position is also subject to external restrictions on how
it may be used. The City has $32,015,822 of restricted net position which is limited by state
or municipal laws or grant or contractual agreements as to the use of these funds. Unrestricted
net position, which may be used to meet ongoing obligations of the City, totaled $53,422,058. In
this total, a deficit of $3,570,422 is reported in the governmental activities and $56,992,480
in the business-type activities of the City.
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The government’s net position increased by $42,954,779 during the current year. The changes in
net position is shown in the following schedule.

Revenues:
Program revenues:
Charges for services
Operating grants and
contributions
Capital grants and
contributions
General revenues:
Sales and use taxes
Property taxes
Franchise taxes
Hotel, motel, restaurant
taxes
Impact fees
Investment earnings
Other
Total revenues

Expenses:

General government

Finance and internal
services

Library

Public safety

Community planning and
engineering

Transportation and parking

Parks and recreation

Interest on long-term debt

Airport

Recycling and trash

Water and sewer

Total expenses

Increase in net position before

transfers

Transfers

Total change in net position

Net position -- beginning of
year
Net position -- December 31

Changes in Net Position

Governmental Activities Business-type Activities Total

2016 2017 2016 2017 2016 2017
$ 7,965,978 $ 7,608,275 $49,611,745 $ 52,654,321 $57,577,723 $ 60,262,596
11,592,880 12,221,814 12 13,271 11,592,892 12,235,085
6,296,123 13,770,212 5,159,770 10,861,278 11,455,893 24,644,761
55,784,760 58,066,452 31,061 43,507 55,815,821 58,109,959
4,608,902 4,855,763 - - 4,608,902 4,855,763
5,729,195 5,961,428 247,077 217,375 5,976,272 6,178,803
3,302,526 3,421,123 - - 3,302,526 3,421,123
2,273,690 2,277,402 - - 2,273,690 2,277,402
359,499 759,941 264,070 381,468 623,569 1,141,409
33,642 142,126 1,113,171 923,011 1,146,813 1,065,137
97,947,195 109,084,536 56,426,906 65,094,231 154,374,101 174,178,767
8,612,988 9,033,657 - - 8,612,988 9,033,657
4,599,782 4,920,484 - - 4,599,782 4,920,484
- 359,615 359,615
29,798,032 31,357,096 - - 29,798,032 31,357,096
4,489,769 5,032,617 - - 4,489,769 5,032,617
18,072,982 18,288,066 - - 18,072,982 18,288,066
4,702,279 5,652,753 - - 4,702,279 5,652,753
3,604,116 2,969,246 - - 3,604,116 2,969,246
- - 2,746,971 3,154,149 2,746,971 3,154,149
- - 10,807,791 11,451,442 10,807,791 11,451,442
- - 38,421,850 39,004,863 38,421,850 39,004,863
73,879,948 77,613,534 51,976,612 53,610,454 125,856,560 131,223,988
24,067,247 31,471,002 4,450,294 11,483,777 28,517,541 42,954,779
123,000 120,334 (123,000) (120,334) - -
24,190,247 31,591,336 4,327,294 11,363,443 28,517,541 42,954,779
195,956,454 220,146,701 365,334,726 369,662,020 561,291,180 589,808,721
$220,146,701  $251,738,037 $369,662,020  $381,025,463 $589,808,721  $632,763,500
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Governmental activities. Governmental activities net position increased by $31,591,336. This was
a $7,401,089 increase over the 2016 increase. Key elements in this change are as follows:

60%
50%
40%
30%
20%
10%

0%

Sales and use taxes were up $2,281,692 due to economic growth.

Capital assets donated from developers to governmental activities amounted to $7,479,960
in 2017 which was a $2,813,178 increase from 2016.

Overall expenses increased by $3,733,586. The majority of the increase was due to
$1,559,064 increase in Public Safety expenses due to the addition of personnel and annual
salary increases and an increase in Parks and Recreation expenses of $950,474 mainly due
to expenses associated with the new regional park

A chart of revenues by source for governmental activities is presented below.

Revenues by Source - Governmental Activities

DOSales and use taxes

— contributions

T Binvestment earnings

4 BHotel, motel, restaurant taxes
_- e s OProperty taxes

BCapital grants and contributions

DOOperating grants and

OCharges for services

BFranchise taxes

Revenues

Business-type activities. The business-type activities net position increased by $11,363,443,
which was an increase of $7,036,149 over 2016. Key elements in the overall increase in net position
are as follows:

The Recycling and Trash Collection Fund had an increase of net position of $34,659 for the
year. Operating revenues increased by $599,669 mainly due to increased residential rates of
1.08%. Operating expenses increased by $862,856 with $220,211 in personnel expenses and
$399,779 in increased depreciation expense, mainly from capital improvements to the City’s
Recycling and Trash facility.

The Water and Sewer Fund had an increase in net position of $11,192,877 for the year.
Operating revenues increased by $2,150,591 compared to 2016, due in part to increased
residential rates of 3%. Operating expenses only increased by $777,025. Capital donations
increased by $1,537,139 and capital grant revenues increased by $4,286,382.

The Airport Fund had a decrease in net position of $831,470 for the year. Operating expenses
increased by $412,137 compared to 2016. The major component of this increase was an
increase in materials and supplies expenses by $279,126 primarily due to an increase in fuel
inventory expenses.
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A chart of revenues by source for Business-type Activities is presented below.

Revenues by Source - Business-type Activities

100%
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80%
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30% Olnvestment earnings
20%

10%
0% [ 1

Revenues

Governmental funds. The focus of the City’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the City’s near-term financing requirements. In particular, unassigned fund balance may
serve as a useful measure of a government’s net resources available for spending at the end of the
fiscal year.

As of the end of the current fiscal year, the City’s governmental funds reported combined ending
fund balances of $96,458,529, an increase of $27,916,771 in comparison with the prior year. Of
this total amount $18,718,265 constitutes unassigned fund balance, which is available for spending.
The remainder of fund balance is shown as nonspendable, restricted, committed, or assigned to
indicate that it is not available for new spending.

The General Fund is the chief operating fund of the City. At the end of the current fiscal year,
unassigned fund balance of the General Fund was $18,718,265 while the total fund balance was
$26,097,057. The total fund balance increased by $1,858,270 from the amount previously reported.
A major component of this increase was due to an increase in sales tax receipts of $1,168,759 and
property taxes of $250,395 from economic growth. As a measure of the General Fund’s liquidity, it
may be useful to compare both unassigned fund balance and total fund balance to total fund
expenditures and transfers out. Unassigned fund balance represents 42.7% of total General Fund
expenditures, while total fund balance represents 59.5% of that same amount.

The Sales Tax Improvement Bond Debt Service Fund had total fund balance of $6,144,082 all of
which is restricted for the payment of debt service charges. The net increase in fund balance during
the current year was $200,672 which was due to increased sales tax receipts over the amount due
for the payment of debt.

The Sales Tax Capital Improvement Fund had a total fund balance of $10,897,241 which represents
a $540,653 increase from 2016. The fund had an increase in sales tax receipts of $261,174 and a
donation from the Walton Family Foundation of $2,680,714 for street and trail construction.
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City of Fayetteville, Arkansas

Schedule of Revenues, Expenditures, and Changes in Fund Balances

Budget and Actual (GAAP Basis)
Street Special Revenue Fund
For the Year Ended December 31, 2017

Revenues:
Intergovernmental
Charges for services
Investment earnings
Net decrease in the fair value of investments
Other

Total revenues
Expenditures:
Transportation expenditures
Capital

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Fund balances, beginning of year

Fund balances, end of year

Variance with

Final Budget

Budgeted Amounts Positive
Original Final Actual (Negative)
5,974,000 $ 5,974,000 $ 6,317,966 $ 343,966
16,000 16,000 148,933 132,933
30,000 30,000 37,971 7,971
(1,192) (1,192)
40,000 40,000 75,197 35,197
6,060,000 6,060,000 6,578,875 518,875
6,304,000 7,193,424 5,932,982 1,260,442
500,000 805,063 361,581 443,482
6,804,000 7,998,487 6,294,563 1,703,924
(744,000) (1,938,487) 284,312 2,222,799

3,967,127 3,967,127 3,967,127

3,223,127 $ 2,028,640 $ 4,251,439 $ 2,222,799
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City of Fayetteville, Arkansas
Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual (GAAP Basis)
Parking Special Revenue Fund
For the Year Ended December 31, 2017
Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
Revenues:
Charges for services $ 1,509,080 $ 1,509,080 $ 1,558,208 $ 49,128
Fines and forfeitures 298,000 298,000 312,471 14,471
Investment earnings 3,800 3,800 2,988 (812)
Net decrease in the fair value of investments (6,196) (6,196)
Other 1,120 1,120 3,716 2,596
Total revenues 1,812,000 1,812,000 1,871,187 59,187
Expenditures:
Parking expenditures 1,296,000 1,365,000 1,175,922 189,078
Capital 241,000 282,898 16,073 266,825
Total expenditures 1,537,000 1,647,898 1,191,995 455,903
Excess (deficiency) of revenues
over (under) expenditures 275,000 164,102 679,192 515,090
Other financing uses:
Transfer in 243,431 243,431
Transfer out (385,000) (385,000) (384,296) 704
Total other financing uses (385,000) (385,000) (140,865) 244,135
Excess (deficiency) of revenues over (under) expenditures
and other financing sources (uses) (110,000) (220,898) 538,327 759,225
Fund balances, beginning of year 854,617 854,617 854,617
Fund balances, end of year $ 744,617 % 633,719 $ 1392944 $ 759,225
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City of Fayetteville, Arkansas
Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual (GAAP Basis)
Community Development Special Revenue Fund
For the Year Ended December 31, 2017
Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
Revenues:
Intergovernmental $ 927,000 $ 1,798,218 $ 783546 $ (1,014,672)
Contributions 2,353 2,600 247
Other 4,342 31,755 27,413
Total revenues 927,000 1,804,913 817,901 (987,012)
Expenditures:
Community Planning and Engineering 927,000 1,893,253 796,944 1,096,309
Capital 70,337 (70,337)
Total expenditures 927,000 1,893,253 867,281 1,025,972
Excess (deficiency) of revenues
over (under) expenditures (88,340) (49,380) 38,960
Fund balances, beginning of year 84,590 84,590 84,590
Fund balances, end of year $ 84,590 $ (3,750) $ 35210 $ 38,960
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City of Fayetteville, Arkansas

Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual (GAAP Basis)

Energy Block Grant Special Revenue Fund

For the Year Ended December 31, 2017
Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
Revenues:
Investment earnings $ 1,000 $ 1,000 $ 1,046 $ 46
Other 21,000 21,000 21,427 427
Total revenues 22,000 22,000 22,473 473
Expenditures:
Energy Block Grant expenditures
Total expenditures
Excess (deficiency) of revenues
over (under) expenditures 22,000 22,000 22,473 473
Fund balances, beginning of year 107,549 107,549 107,549
Fund balances, end of year $ 129549 $ 129,549 $ 130,022 $ 473
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City of Fayetteville, Arkansas
Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual (GAAP Basis)
Impact Fee Special Revenue Fund
For the Year Ended December 31, 2017
Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
Revenues:
Impact fees $ 1,796,000 $ 1,796,000 $ 2,277,402 $ 481,402
Investment earnings 66,000 66,000 100,416 34,416
Net decrease in the fair value of investments (22,747) (22,747)
Total revenues 1,862,000 1,862,000 2,355,071 493,071
Expenditures:
Public safety 24,000 653,885 205,630 448,255
Capital outlay 214,000 130,007 48,512 81,495
Total expenditures 238,000 783,892 254,142 529,750
Excess (deficiency) of revenues
over (under) expenditures 1,624,000 1,078,108 2,100,929 1,022,821
Other financing uses:
Transfer out (925,000) (5,907,549) (313,052) 5,594,497
Total other financing uses (925,000) (5,907,549) (313,052) 5,594,497
Excess (deficiency) of revenues over (under) expenditures
and other financing sources (uses) 699,000 (4,829,441) 1,787,877 6,617,318
Fund balances, beginning of year 8,988,104 8,988,104 8,988,104
Fund balances, end of year $ 9,687,104 $ 4,158,663 $ 10,775981 $ 6,617,318
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City of Fayetteville, Arkansas

Schedule of Revenues, Expenditures, and Changes in Fund Balances

Budget and Actual (GAAP Basis)
Drug Law Enforcement Special Revenue Fund
For the Year Ended December 31, 2017

Revenues:
Intergovernmental
Fines and forfeitures
Other

Total revenues
Expenditures:

Public safety
Capital outlay

Total expenditures

Deficiency of revenues under expenditures

Other financing sources:
Transfer in

Total other financing sources

Excess (deficiency) of revenues over/(under)
expenditures and other financing sources

Fund balances, beginning of year

Fund balances, end of year

Budgeted Amounts

Original Final

Variance with
Final Budget
Positive
Actual (Negative)

265,000 $ 421,867

287,234 $  (134,633)

27,301 27,301
15,483 15,483
265,000 421,867 330,018 (91,849)
498,000 751,567 559,885 191,682
30,997 30,997
498,000 782,564 590,882 191,682
(233,000) (360,697) (260,864) 99,833
233,000 233,000 229,834 (3,166)
233,000 233,000 229,834 (3,166)
(127,697) (31,030) 96,667
312,498 312,498 312,498
312,498 $ 184,801 $ 281,468 $ 96,667
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City of Fayetteville, Arkansas
Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual (GAAP Basis)
Special Grant Special Revenue Fund
For the Year Ended December 31, 2017
Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
Revenues:
Intergovernmental $ $ 723,638 $ 639,467 $ (84,171)
Donations 1,770,000 (1,770,000)
Total revenues 0 2,493,638 639,467 (1,854,171)
Expenditures:
Public Safety 2,481 (2,481)
Community Planning and Engineering 1,829,152 27,931 1,801,221
Capital outlay 838,547 673,924 164,623
Total expenditures 2,667,699 704,336 1,963,363
Excess (deficiency) of revenues
over (under) expenditures (174,061) (64,869) 109,192
Other financing sources:
Transfer in 117,409 64,869 (52,540)
Total other financing sources 117,409 64,869 (52,540)
Excess (deficiency) of revenues over/(under)
expenditures and other financing sources (56,652) 56,652
Fund balances, beginning of year
Fund balances, end of year $ $ (56,652) $ $ 56,652
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City of Fayetteville, Arkansas

Schedule of Revenues, Expenditures, and Changes in Fund Balances

Budget and Actual (GAAP Basis)
Parks Development Special Revenue Fund
For the Year Ended December 31, 2017

Revenues:
HMR tax
Intergovernmental
Charges for services
Investment earnings
Net decrease in the fair value of investments
Contributions
Other

Total revenues
Expenditures:
Parks and recreation
Capital outlay

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other financing sources:
Transfer out

Total other financing sources

Excess (deficiency) of revenues over/(under)
expenditures and other financing sources

Fund balances, beginning of year

Fund balances, end of year

$

Variance with

Final Budget

Budgeted Amounts Positive

Original Final Actual (Negative)
3,388,000 $ 3,388,000 $ 3,421,123 3 33,123
206,000 56,000 (150,000)
158,000 324,713 143,912 (180,801)
44,000 44,000 17,129 (26,871)
(4,357) (4,357)
20,000 355,000 336,699 (18,301)
2,000 2,000 2,706 706
3,612,000 4,319,713 3,973,212 (346,501)
2,360,000 2,551,472 2,320,637 230,835
1,184,000 2,592,493 1,426,150 1,166,343
3,544,000 5,143,965 3,746,787 1,397,178
68,000 (824,252) 226,425 1,050,677
(27,000) (27,000) (23,500) 3,500
(27,000) (27,000) (23,500) 3,500
41,000 (851,252) 202,925 1,054,177
2,165,081 2,165,081 2,165,081

2,206,081 $ 1,313829 $ 2,368,006 $ 1,054,177
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City of Fayetteville, Arkansas

Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual (GAAP Basis)

Police and Fire Pension Special Revenue Fund

For the Year Ended December 31, 2017

Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
Revenues:
Property tax $ $ 1,162,090 $ 1,162,090
Intergovernmental 584,937 584,937
Total revenues 1,747,027 1,747,027
Expenditures:
Public safety 1,747,027 (1,747,027)
Total expenditures 1,747,027 (1,747,027)
Excess of revenues over expenditures
Fund balances, beginning of year
Fund balances, end of year $ $ $
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City of Fayetteville, Arkansas

Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual (GAAP Basis)

Sales Tax Improvement Bond Debt Service Fund

For the Year Ended December 31, 2017

Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
Revenues:
Sales tax $ 21,006,000 $ 21,006,000 $ 21,297,124 $ 291,124
Investment earnings 56,438 56,438
Total revenues 21,006,000 21,006,000 21,353,562 347,562
Expenditures:
Professional services 2,000 2,000 1,700 300
Debt service 21,004,000 21,151,191 21,151,190 1
Total expenditures 21,006,000 21,153,191 21,152,890 301
Excess (deficiency) of revenues
over (under) expenditures (147,191) 200,672 347,863
Fund balances, beginning of year 5,943,410 5,943,410 5,943,410
Fund balances, end of year $ 5943410 $ 5796,219 $ 6,144,082 $ 347,863
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City of Fayetteville, Arkansas

Schedule of Revenues, Expenditures, and Changes in Fund Balances

Budget and Actual (GAAP Basis)

TIF Bond Debt Service Fund

For the Year Ended December 31, 2017

Revenues:
Property tax
Investment earnings
Total revenues

Expenditures:
Debt service

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Fund balances, beginning of year

Fund balances, end of year

Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
150,000 $ 150,000 $ 226,177 % 76,177
910 910
150,000 150,000 227,087 77,087
177,000 177,000 163,359 13,641
177,000 177,000 163,359 13,641
(27,000) (27,000) 63,728 90,728
168,323 168,323 168,323
141,323 $ 141,323 $ 232,051 $ 90,728
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City of Fayetteville, Arkansas
Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual (GAAP Basis)
Parking Deck Bond Debt Service Fund
For the Year Ended December 31, 2017
Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
Revenues:
Investment earnings $ $ $ 2225 % 2,225
Total revenues 0 0 2,225 2,225
Expenditures:
Debt service 385,000 385,000 382,820 2,180
Total expenditures 385,000 385,000 382,820 2,180
Excess (deficiency) of revenues
over (under) expenditures (385,000) (385,000) (380,595) 4,405
Other financing sources:
Transfer in 385,000 385,000 384,296 (704)
Total other financing sources 385,000 385,000 384,296 (704)
Excess (deficiency) of revenues over/(under)
expenditures and other financing sources 0 0 3,701 3,701
Fund balances, beginning of year 329,786 329,786 329,786
Fund balances, end of year $ 329,786 $ 329,786 $ 333,487 % 3,701
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City of Fayetteville, Arkansas
Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual (GAAP Basis)
HMR Bond Debt Service Fund
For the Year Ended December 31, 2017
Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
Revenues:
Investment earnings $ $ $ 1,795 $ 1,795
Contributions 710,000 710,000 707,313 (2,687)
Total revenues 710,000 710,000 709,108 (892)
Expenditures:
Debt service 710,000 710,000 706,613 3,387
Total expenditures 710,000 710,000 706,613 3,387
Excess (deficiency) of revenues
over (under) expenditures 2,495 2,495
Fund balances, beginning of year 119,894 119,894 119,894
Fund balances, end of year $ 119,894 $ 119,894 $ 122,389 $ 2,495
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City of Fayetteville, Arkansas

Schedule of Revenues, Expenditures, and Changes in Fund Balances

Budget and Actual (GAAP Basis)
Library Bond 2017 Debt Service Fund
For the Year Ended December 31, 2017

Revenues:
Investments
Contributions
Total revenues
Expenditures:
Library
Debt service

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other financing sources:
Bond proceeds

Total other financing sources

Excess (deficiency) of revenues over/(under)
expenditures and other financing sources

Fund balances, beginning of year

Fund balances, end of year

Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
$ 2,253 % 4,037 % 1,784
1,735,000 1,626,311 (108,689)
1,737,253 1,630,348 (106,905)
94,616 94,615 1
1,741,284 1,741,284
1,835,900 94,615 1,741,285
(98,647) 1,535,733 1,634,380
98,647 98,647
98,647 98,647
1,634,380 1,634,380
$ $ 1634380 $ 1,634,380
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City of Fayetteville, Arkansas

Schedule of Revenues, Expenditures, and Changes in Fund Balances

Budget and Actual (GAAP Basis)
Sales Tax Improvement Capital Projects Fund
For the Year Ended December 31, 2017

Revenues:
Sales tax $
Property tax
Intergovernmental
Charges for services
Investment earnings
Net decrease in the fair value of investments
Contributions
Other

Total revenues

Expenditures:
Capital outlay

Total expenditures
Excess (deficiency) of revenues over (under) expenditures
Other financing sources (uses):
Transfer in
Transfer out

Total other financing sources (uses)

Excess (deficiency) of revenues over (under) expenditures
and other financing sources (uses)

Fund balances, beginning of year

Fund balances, end of year $

Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
8,399,000 $ 8,399,000 $ 8,518,850 $ 119,850
10 10
10,270,883 522,640 (9,748,243)
429,831 133,404 (296,427)
72,000 72,000 107,430 35,430
(14,852) (14,852)
25,000 2,765,714 2,740,714
44,000 44,000 43,143 (857)
8,515,000 19,240,714 12,076,339 (7,164,375)
8,497,000 28,304,676 11,718,070 16,586,606
8,497,000 28,304,676 11,718,070 16,586,606
18,000 (9,063,962) 358,269 9,422,231
338,663 224,684 (113,979)
(45,000) (48,821) (42,300) 6,521
(45,000) 289,842 182,384 (107,458)
(27,000) (8,774,120) 540,653 9,314,773
10,356,588 10,356,588 10,356,588
10,329,588 $ 1,582,468 $ 10,897,241 $ 9,314,773
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City of Fayetteville, Arkansas

Schedule of Revenues, Expenditures, and Changes in Fund Balances

Budget and Actual (GAAP Basis)
Sales Tax 2006A Construction Capital Projects Fund
For the Year Ended December 31, 2017

Revenues:
Investment earnings
Total revenues
Expenditures:
Capital outlay
Total expenditures
Excess (deficiency) of revenues over (under) expenditures

Other financing sources:
Transfer out

Total other financing sources

Excess (deficiency) of revenues over/(under)
expenditures and other financing sources

Fund balances, beginning of year

Fund balances, end of year

Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)

$ 7,000 7,000 $ 60,155 $ 53,155

7,000 7,000 60,155 53,155

5,000 10,601,599 5,692,521 4,909,078

5,000 10,601,599 5,692,521 4,909,078

2,000 (10,594,599) (5,632,366) 4,962,233

(6) 6

(6) 6

2,000 (10,594,605) (5,632,366) 4,962,239

10,626,652 10,626,652 10,626,652
$ 10,628,652 $ 32,047 $ 4,994,286 $ 4,962,239
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City of Fayetteville, Arkansas

Schedule of Revenues, Expenditures, and Changes in Fund Balances

Budget and Actual (GAAP Basis)
Parking Deck Capital Projects Fund
For the Year Ended December 31, 2017

Revenues:
Charges for services

Total revenues
Expenditures:
Transportion and Parking
Capital outlay
Total expenditures

Excess (deficiency) of revenues over (under) expenditures

Other financing sources (uses):
Transfer out

Total other financing sources (uses)
Excess (deficiency) of revenues under expenditures
and other financing sources (uses)

Fund balances, beginning of year

Fund balances, end of year

Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
$ $
12,079 12,079
23,242 23,241 1
35,321 35,320 1
(35,321) (35,320) 1
243,431 (243,432) (1)
243,431 (243,432) (1)
208,110 (278,752)
278,752 278,752
$ $
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City of Fayetteville, Arkansas

Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual (GAAP Basis)

Library Construction Fund

For the Year Ended December 31, 2017
Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
Revenues:
Investment earnings $ $ 86,053 $ 101,971 $ 15,918
Total revenues 101,971 15,918
Expenditures:
Library 265,000 265,000
Capital outlay 27,408,647 238,485 27,170,162
Total expenditures 27,673,647 503,485 27,170,162
Excess (deficiency) of revenues over (under) expenditures
(27,673,647) (401,514) 27,272,133
Other financing sources (uses):
Issuance of debt 27,673,647 27,170,000 (503,647)
Total other financing sources (uses) 27,673,647 27,170,000 (503,647)
Excess (deficiency) of revenues under expenditures
and other financing sources (uses) 26,768,486 26,768,486
Fund balances, beginning of year
Fund balances, end of year
$ $ $ 26,768,486 $ 26,768,486
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FIDUCIARY FUNDS

Fiduciary funds are used to account for assets held in a trustee or agency capacity for others,
and therefore cannot be used to support the government's own programs.

POLICEMEN'S PENSION AND RELIEF FUND - This fund is used to account for
the accumulation of resources for the pension benefit payments to qualified
police personnel.

FIREMEN'S PENSION AND RELIEF FUND - This fund is used to account for
the accumulation of resources for the pension benefit payments to qualified
fire personnel.
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City of Fayetteville, Arkansas

Combining Statement of Fiduciary Net Position
Fiduciary Funds

December 31, 2017

Pension Trust Funds

Policemen's Firemen's Total
Pension and Pension and Pension
Relief Relief Trust
Assets
Cash $ 124,832 $ 121,271 $ 246,103
Investments at fair value:
Money Market 298,415 286,786 585,201
Corporate bonds 1,882,602 64,077 1,946,679
Corporate stock 4,031,790 4,031,790
Mutual Funds 2,799,387 2,799,387
Receivables:
Accrued interest 9,838 593 10,431
Due from primary government 12,619 12,619
Due from other government 14,531 14,531 29,062
Total assets 6,374,627 3,286,645 9,661,272
Liabilities
Unearned revenue 10,800 10,800
Total liabilities 10,800 10,800
Net Position
Net position restricted for pensions $ 6,363,827 $ 3,286,645 $ 9,650,472
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City of Fayetteville, Arkansas

Combining Statement of Changes in Fiduciary Net Position
Fiduciary Funds

For the Year Ended December 31, 2017

Pension Trust Funds

Policemen's Firemen's Total
Pension and Pension and Pension
Relief Relief Trust
Additions
Contributions:
City contributions $ 164,627 $ $ 164,627
Property taxes contributed from police and fire
pension revenue fund 581,045 581,045 1,162,090
State insurance taxes contributed from police
and fire pension revenue fund 279,466 305,471 584,937
Total contributions 1,025,138 886,516 1,911,654
Investment earnings:
Interest 101,345 61,299 162,644
Net increase/(decrease) in fair value of investments 512,708 200,387 713,095
Gain on sale of investments 200,447 87,484 287,931
Other 3,862 8 3,870
Net investment earnings 818,362 349,178 1,167,540
Total additions 1,843,500 1,235,694 3,079,194
Deductions
Contractual services 3,525 4,084 7,609
Benefit payments 1,556,766 1,354,457 2,911,223
Total deductions 1,560,291 1,358,541 2,918,832
Change in net position 283,209 (122,847) 160,362
Net position, beginning of year 6,080,618 3,409,492 9,490,110
Net position, end of year $ 6,363,827 $ 3,286,645 $ 9,650,472
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STATISTICAL SECTION

This part of the City of Fayetteville's comprehensive annual financial report presents detailed information
as a context for understanding what the information in the financial statements, note disclosures, and
required supplementary information say about the government's overall financial health.
Contents Page
Financial Trends 127
These schedules contain trend information to help the reader understand how the
government's financial performance and well-being have changed over time.

Revenue Capacity 132

These schedules contain information to help the reader assess the government's
most significant local revenue sources, sales taxes and property taxes.

Debt Capacity 137
These schedules present information to help the reader assess the affordability of
the government's current levels of outstanding debt and the government's ability to
issue additional debt in the future.

Demographic and Economic Information 142
These schedules offer demographic and economic indicators to help the reader
understand the environment within which the government's financial activities take
place.

Operating Information 144
These schedules contain service and infrastructure data to help the reader

understand how the information in the government's financial report relates to the
services the government provides and the activities it performs.
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BKD 400 W. Capitol Avenue, Suite 2500 | P.O. Box 3667 | Little Rock, AR 72203-3667

CPAs & Advisors 501.372.1040 | Fax 501.372.1250 | bkd.com

Independent Accountants’ Report on Compliance
With Arkansas State Requirements

The Honorable Mayor and Members of City Council
City of Fayetteville, Arkansas
Fayetteville, Arkansas

We have examined management’s assertions that the City of Fayetteville, Arkansas complied with the
requirements of Arkansas Act 15 of 1985 and the following Arkansas statutes during the year ended
December 31, 2017.

(1)  Arkansas Municipal Accounting Law of 1973, § 14-59-101 et seq.;
(2)  Arkansas District Courts and City Courts Accounting Law, § 16-10-201 et seq.;
(3) Improvement contracts, §§ 22-9-202 — 22-9-204;

(4) Budgets, purchases, and payments of claims, etc., § 14-58-201 et seq. and 14-58-301 et seq:;
(5) Investment of public funds, § 19-1-501 et seq.; and
(6) Deposit of public funds, §§ 19-8-101 — 19-8-107.

Management is responsible for its assertion. Our responsibility is to express an opinion on management’s
assertion about the City’s compliance with the aforementioned requirements above based upon our
examination.

Our examination was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants. Those standards require that we plan and perform the
examination to obtain reasonable assurance about whether management’s assertion about compliance
with the specified requirements is fairly stated, in all material respects. An examination involves
performing procedures to obtain evidence about whether management’s assertion is fairly stated, in all
material respects. The nature, timing, and extent of the procedures selected depend on our judgement,
including an assessment of the risks of material misstatement of management’s assertion, whether due to
fraud or error. We believe that the evidence we obtained is sufficient and appropriate to provide a
reasonable basis for our opinion.

Our examination does not provide a legal determination on the City’s compliance with specified
requirements.

In our opinion, management’s assertion that the City of Fayetteville, Arkansas complied with the
aforementioned requirements during the year ended December 31, 2017, is fairly stated, in all material
respects.

This report is intended solely for the information and use of the Mayor, City Council, management, and

the State of Arkansas and is not intended to be and should not be used by anyone other than these
specified parties.

BED Lwp

Little Rock, Arkansas
June 22, 2018
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BKD 400 W. Capitol Avenue, Suite 2500 | P.O. Box 3667 | Little Rock, AR 72203-3667

CPAs & Advisors 501.372.1040 | Fax 501.372.1250 | bkd.com

Report on Internal Control Over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards

Independent Auditor’s Report

The Honorable Mayor and Members of the City Council
City of Fayetteville, Arkansas

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of the City of Fayetteville, Arkansas, as of and for the
year ended December 31, 2017, and the related notes to the financial statements, which collectively
comprise the City’s basic financial statements, and have issued our report thereon dated June 22, 2018.
Our report includes a reference to other auditors who audited the financial statements of the Fayetteville
Adpvertising and Promotion Committee, as described in our report on the City’s financial statements. This
report does not include the results of the other auditor’s testing of internal control over financial reporting
or compliance and other matters that are reported on separately by those auditors.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial reporting
(internal control) to determine the audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the City’s internal control. Accordingly, we do not express an opinion on
the effectiveness of the City’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the City’s financial statements will not be prevented, or detected and corrected, on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Praxity.
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Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the City’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the City’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

BED L

Little Rock, Arkansas
June 22, 2018
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BKD 400 W. Capitol Avenue, Suite 2500 | P.O. Box 3667 | Little Rock, AR 72203-3667

CPAs & Advisors 501.372.1040 | Fax 501.372.1250 | bkd.com

Report on Compliance for Each Major Federal Program
and Report on Internal Control Over Compliance

Independent Auditor’s Report

To the Honorable Mayor and City Council
City of Fayetteville, Arkansas

Report on Compliance for Each Major Federal Program

We have audited the City of Fayetteville, Arkansas (the City)’s compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material effect
on its major federal program for the year ended December 31, 2017. The City’s major federal program is
identified in the summary of auditor’s results section of the accompanying schedule of findings and
questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations and the terms and conditions
of its federal awards applicable to its federal programs.

Auditor’'s Responsibility

Our responsibility is to express an opinion on compliance for the City of Fayetteville, Arkansas’ major
federal program based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing
Sandards, issued by the Comptroller General of the United States; and the audit requirements of Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform
Guidance require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct and
material effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about the City’s compliance with those requirements and performing such other procedures as
we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major federal
program. However, our audit does not provide a legal determination of the City’s compliance.

Pra)g{:_tiy'_;
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Opinion on Each Major Federal Program

In our opinion, the City of Fayetteville, Arkansas complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on its major federal
program for the year ended December 31, 2017.

Report on Internal Control Over Compliance

Management of the City is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered the City’s internal control over compliance with the types of
requirements that could have a direct and material effect on its major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing our opinion on
compliance for its major federal program and to test and report on internal control over compliance in
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the City’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

BED Lwp

Little Rock, Arkansas
June 22, 2018
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City of Fayetteville, Arkansas
Schedule of Expenditures of Federal Awards
Year Ended December 31, 2017

Federal Passed Total
Federal Grantor/Pass-through CFDA Pass-through Entity Through to Federal
Grantor/Program or Cluster Title Number Identifying Number Subrecepients Expenditures
U.S. Department of Agriculture
10.168 N/A $ - $ 27,931
Farmers' Market and Local Food Promotion Program
Total U.S. Department of Agriculture - 27,931
U.S. Department of Housing and Urban Development
CDBG - Entitlement Grants Cluster
Community Development Block Grants/Entitlement
Grants - 2014 14.218 N/A - 170
Community Development Block Grants/Entitlement
Grants - 2016 14.218 N/A - 200,300
Community Development Block Grants/Entitlement
Grants - 2017 14.218 N/A - 115,244
Program and Cluster Total - 315,714
Continuum of Care Program aka Special Needs
Assistance Program 14.267 N/A - 91,650
Continuum of Care Program aka Special Needs
Assistance Program 14.267 N/A - 62,512
Continuum of Care Program aka Special Needs
Assistance Program 14.267 N/A - 25,816
Continuum of Care Program aka Special Needs
Assistance Program 14.267 N/A - 44,291
Program Total - 224,269
Total U.S. Department of Housing and Urban Development - 539,983
U.S. Department of the Interior
Historic Preservation Fund Grants-In-Aid - 2014 15.904 N/A - 292
Historic Preservation Fund Grants-In-Aid - 2015 15.904 N/A - 2,264
Historic Preservation Fund Grants-In-Aid - 2016 15.904 N/A - 7,372
Historic Preservation Fund Grants-In-Aid - 2017 15.904 N/A - 1,840
Program Total - 11,768
Total U.S. Department of the Interior - 11,768
U.S. Department of Justice
Equitable Sharing Program 16.922 N/A - 61,152
Missing Children's Assistance 16.543 N/A - 10,692
Bulletproof Vest Partnership Program - 2015 16.607 N/A - 320
Bulletproof Vest Partnership Program - 2016 16.607 N/A - 4,040
Program Total - 4,360
Public Safety and Community Policing Grants 16.710 N/A - 44,527
Edward Byrne Memorial Justice Assistant Grant - 2015 16.738 N/A - 24,479
Edward Byrne Memorial Justice Assistant Grant - 2016 16.738 N/A 58,272
Edward Byrne Memorial Justice Assistant Grant - 2017 16.738 N/A 30,960
Program Total - 113,711
Body Worn Cameral Policy and Implementation 16.835 N/A - 132,482
Total U.S. Department of Justice - 366,924
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City of Fayetteville, Arkansas

Schedule of Expenditures of Federal Awards (Continued)
Year Ended December 31, 2017

Federal Passed Total
Federal Grantor/Pass-through CFDA Pass-through Entity Through to Federal
Grantor/Program or Cluster Title Number Identifying Number Subrecepients Expenditures
U.S. Department of Transportation
Highway Planning and Construction Cluster
Passed-through Arkansas Highway and Transportation Department
Highway Planning and Construction - Rupple Road (Best
Friend to W. Mt. Comfort) 20.205 AHTD Job 040657 $ $ 402,455
Highway Planning and Construction - Sain Street
Extension 20.205 AHTD Job 040688 132,708
Highway Planning and Construction - Interchange Water
& Sewer Relocations - Hwy 112/71B 20.205 AHTD Job BB0414 4,286,382
Program Total 4,821,545
Recreational Trails Program - Safe Routes to School -
Clabber Creek Bridge 20.219 AHTD Job 040663 81,248
Recrational Trails Program - Lake Fayetteville
Boardwalk 20.219 AHTD Job 040701 56,000
Program Total 137,248
Cluster Total 4,958,793
Highway Safety Cluster
Passed-through Arkansas State Police
State and Community Highway Safety Cluster 20.600 OP-2017-03-02-13 92,399
National Priority Safety Programs 20.616 OP-2018-03-02-11 21,523
Cluster Total 113,922
Airport Improvement Program - Taxiway B Widening
and Rehabilitation - Drake Field 20.106 N/A 62,424
Airport Improvement Program - Airport Energy
Efficiency Assessment 20.106 N/A 9,855
Program Total 72,279
Total U.S. Department of Transportation 5,144,994
U.S. Environmental Protection Agency
Regional Wetland Program Development Grants 66.461 N/A 13,819
Total U.S. Environmental Protection Agency 13,819
Office of National Drug Control Policy
Gulf Coast High Intensity Drug Trafficking Areas
Program - 2016 95.001 N/A 51,038
Gulf Coast High Intensity Drug Trafficking Areas
Program - 2017 95.001 N/A 60,772
Program Total 111,810
Total Office of National Drug Control Policy 111,810
U.S. Department of Homeland Security
Passed-through Arkansas Department of Emergency Management
Assistance to Firefighters Grant 97.044 EMW-2015-FO-04026 611,537
Total U.S. Department of Homeland Security 611,537
Total Expenditures of Federal Awards _§ $ 6,828,766
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City of Fayetteville, Arkansas
Schedule of Expenditures of State Awards
Year Ended December 31, 2017

Total
State Grantor/Pass-through Grant or State
Grantor/Program or Cluster Title Identifying Number Expenditures
Arkansas Department of Parks & Tourism's Outdoor Recreation
Construction of Playground and Parking Improvements at
Wilson Park #A-10694-16-WA $ 150,000
Total Arkansas Department of Parks & Tourism's Outdoor Recreation 150,000
Arkansas Department of Environmental Quality
E-Waste Coupon Redemption FY16-01 6,681
E-Waste Coupon Grant - 2016 FY13-01CH 6,024
Total Arkansas Department of Environmental Quality 12,705
Arkansas Department of Agriculture
Firewise Grant - 2016 N/A 495
Total Arkansas Department of Agriculture 495
Arkansas Department of Aeronautics
Taxiway Lighting Rehabilitation Project for Drake Field 3-05-0020-043-2016 27,249
Wings Avionics Roof Rehabilitation Project 3620-17 33,939
Total Arkansas Department of Aeronautics 61,188
Arkansas Department of Finance & Administration
Drug Law Enforcement Program - 2016 J16-004-DF 51,967
Drug Law Enforcement Program - 2017 J17-004-DF 99,613
Total Arkansas Department of Finance & Administration 151,580
Arkansas State Police
Selective Traffice Enforcement Project - 2016/2017 OP-2017-03-02-13 13,000
Total Arkansas State Police 13,000
Total Expenditures of Federal Awards  § 388,968
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City of Fayetteville, Arkansas

Notes to the Schedule of Expenditures of Federal and State Awards

Year Ended December 31, 2017

Notes to Schedule

1.

The accompanying schedule of expenditures of federal awards (the "Schedule") includes the
federal award activity of the City of Fayetteville, Arkansas (the City) under programs of the
federal government for the year ended December 31, 2017. The information in this schedule
is presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Because the Schedule presents only a selected portion
of the operations of the City, it is not intended to and does not present the fund balance or
changes in fund balance of the City.

Expenditures reported on the Schedule are reported on the modified accrual (governmental
funds) and accrual (enterprise funds) basis of accounting. Such expenditures are recognized
following, as applicable, either the cost principles in OMB A-87, Cost Principles for State,
Local and Indian Tribal Governments or the cost principles contained in the Uniform
Guidance, wherein certain types of expenditures are not allowable or are limited as to
reimbursement. The City has elected to use the 10-percent de minimis indirect cost rate
allowed under the Uniform Guidance.
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City of Fayetteville, Arkansas

Schedule of Findings and Questioned Costs

Year Ended December 31, 2017

Section | - Summary of Auditor’s Results

Financial Satements

1. The type of report the auditor issued on whether the financial statements audited were prepared in
accordance with accounting principles generally accepted in the United States of America (GAAP)

was:

X] Unmodified ] Qualified [ ] Adverse [ ] Disclaimer

2. The independent auditor’s report on internal control over financial reporting disclosed:

Significant deficiency(ies) identified? [ Yes

Material weakness(es) identified? L] Yes

3. Noncompliance considered material to the financial statements
noted? [ Yes

Federal Awards
4. Internal control over compliance for major federal program:

Significant deficiency(ies) identified? [ Yes

Material weakness(es) identified? [ Yes

5. Type of auditor’s report issued on compliance for major federal program:

|X| Unmodified |:| Qualified |:| Adverse |:| Disclaimed
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City of Fayetteville, Arkansas
Schedule of Findings and Questioned Costs (Continued)
Year Ended December 31, 2017

Any audit findings disclosed that are required to be reported in
accordance with 2 CFR 200.516(a)? [ ] Yes X No

Identification of major federal program:

Cluster/Program CFDA Number
Highway Planning and Construction Cluster 20.205
20.219

Dollar threshold used to distinguish between Type A and Type B programs: $ 750,000.

The Program qualified as a low-risk auditee? X Yes [ ] No
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City of Fayetteville
Schedule of Findings and Questioned Costs (Continued)
Year Ended December 31, 2017

Section Il — Financial Statement Findings

Reference
Number Finding

No matters are reportable.

Section lll — Federal Award Findings and Questioned Costs
Reference
Number Finding

No matters are reportable.
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City of Fayetteville
Summary Schedule of Prior Audit Findings
Year Ended December 31, 2017

Reference
Number Finding Status

No matters are reportable.
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